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Abstract 
In the context of the legislative changes at the end of 2012 regarding the value added tax, changes that came 
into force on January 1, 2013, we will critically analyze the extent in which the new imposed system follows the VAT 
taxation principles and who will benefit from this system. In this case, it is the VAT cash accounting system which, 
under certain legally well-defined conditions, relate the VAT chargeability to the collection of value of the invoiced 
goods and services no later than 90 calendar days and VAT deduction is subject to the payment of the goods and 
services invoiced without specifying any deadline. 
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  1. Introduction 
 
  The  taxation  system  of  supplies  of  goods  and  services,  i.e.  value  added  tax,  which  replaced  the  tax  on 
movement of goods (TMG) came into force in Romania since July 1993 [1]. Subsequently, the value added tax was 
included in the Tax Code [2] with a series of changes required by the acquis communautaire. The basic principle of 
VAT was that the taxpayer registered for VAT purposes (or simply, the person paying VAT) was neutral in that it was 
to collect and owe VAT to the Romanian state at the time of the supply of goods and services (with invoicing), on the 
one hand, and to deduct VAT related to the purchases of goods and services, on the other hand; the bearer being the 
final consumer, i.e. the non-taxable natural/legal person. Therefore, the VAT has always been defined as an indirect tax 
on transactions regarding the supplies of goods and services, due to the state budget only for the difference between 
sales and purchases in the same stage of economic circuit.  
  From  an  accounting  perspective,  output  VAT  was  recorded  on  sales  (account  4427)  and  input  VAT  on 
purchases (account 4426) and then monthly/quarterly payable VAT (account 4423) or receivable VAT (account 4424) 
was to be regulated and settled [5].  
  If VAT pro rata was 100%, the principle of neutrality was theoretically ensured, practically there have always 
been problems with cashing the value of goods and services supplied after the due date (the date on which VAT must 
be paid to the State) of the VAT; the taxpayers have to pay the State a tax not recovered from customers with negative 
implications on the cash flows. In this respect, especially in the context of existing arrears in the relationship between 
private businesses and state institutions, with the collection period of about one calendar year in this case, but not only, 
there has been increasingly raised the question of solving this impediment by changing legislation towards adopting a 
VAT cash accounting system, i.e. deferred collection of VAT by taxpayers [6]. 
  A VAT cash accounting system ideally provides for the deductibility and chargeability of VAT to be subject 
to the receipt/payment of the value of goods and services supplied, at which point, for taxpayers applying the 100% pro 
rata (carry out only transactions falling within the scope of VAT) we may speak of absolute neutrality: the supplier will 
collect VAT only on the date of the compensation collection from the customer and the customer will deduct VAT only 
on the date of the compensation payment to the supplier; the payment difference between output VAT and input VAT 
is only related to the value added for the sales and purchases settled. However, no matter how much neutrality would 
result for the actors of transactions, such a system leaves room for fraud in the sense that taxpayers could evade the 
collection of VAT through illegal settlements (without supporting evidence, thus unregistered in the accounts) at the 
receivable excluding VAT. In other words, taxpayers may apply the "reverse charge" for each delivery/provision (VAT 
should be ignored), whether or not the customer is taxable and the State no longer collects anything of VAT. Hence, the 
application of an ideal VAT cash accounting system in Romania, given that taxpayers' professional reasoning is always 
ahead of self-interest, would lead to evasion of VAT payment as legal fraud and receivables turn into permanent 
arrears. 
  Following  the  above,  no  legislator  may  regulate  such  a  system.  However,  given  the  slow  progress  of 
settlements between the parties (especially in relation to state institutions) due to the lack of cash, the economic crisis 
and other indigenous and exogenous factors, it is impossible not to wish for a VAT cash accounting system for which 
the  collection  of  VAT  would  be  subject  to  the  compensation  collection  in  a  certain  fair  normal  period  of  delay 
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(determined  as  the  actual  market  average  in  the  Romanian  economy).  Thus,  suppliers  will  get  out  of  the  current 
financial  blockage  and  the  economy  would  be  set  to  benefit,  even  if  in  the  first  stage  (at  the  most  equal  to  the 
fair/normal  period  set/enacted)  the  state  would  have  reduced  VAT  receipts.  However,  following  the  principle  of 
neutrality,  the  customer  should  be  able  to  deduct  VAT  on  purchases  depending  on  the  actual  payment  of  the 
compensation,  i.e.  after  the  fair  period  enacted  following  the  same  treatment  as  the  supplier  (with  output  VAT 
reflection at a supplier, the input VAT would be reflected at the person purchasing from that supplier; the principle of 
neutrality would be fully satisfied and the risk of fraud avoided). 
  Next we will present the VAT cash accounting system enacted in Romania with effect from January 1, 2013 
[3], the research objective being the system analyzing and establishing of the main winner in order to contribute for the 
economical practice development. 
 
2. VAT cash accounting system as of January 1, 2013 in Romania [3] 
 
According to the regulations in force [2 and 3], as from January 1, 2013, taxpayers established in Romania and 
registered for VAT fall into two categories: 
a)  taxpayers applying the VAT cash accounting system; 
b)  taxpayers not applying the VAT cash accounting system; 
The delimitation is primarily based on the achievement/failure to achieve an annual turnover (for 2013 the 
figure for the period October 1, 2011 - September 30, 2012 is taken into account, time when the person was registered 
for VAT purposes) amounting to RON 2250,000.00 (about EUR 664,800.00 at the rate on the date of accession to the 
EU, i.e. EUR 508,050.00 at the rate set by the National Bank of Romania for the end of 2012). Thus, in order to apply 
the VAT cash accounting system, as it is provided for in the Tax Code, the taxpayer must not exceed the annual 
turnover mentioned above. In addition, those who had an annual turnover higher than the ceiling of RON 2,250,000 and 
the taxpayers with businesses established outside Romania or that are part of a single tax group will not apply the VAT 
cash accounting system. 
Regarding the ceiling, taxpayers applying the VAT cash accounting system as of January 1, 2013 must always 
follow, in each fiscal period (monthly for those who file VAT returns each month, or have a turnover in the preceding 
year higher than the amount of EUR 100,000.00, respectively quarterly for those with quarterly returns, i.e. those 
recording annual turnover under € 100,000.00) the cumulated turnover of the current year, as if the ceiling of RON 
2,250,000 is exceeded, they will leave the VAT cash accounting system as of the second tax period. Taxpayers not 
applying the VAT cash accounting system as of January 1, 2013 must follow the time when the annual turnover 
(starting with 2013, not for 2012) is below the ceiling of RON 2,250,000, being required to apply the VAT cash 
accounting system from the second tax period in the year following the exceeding of the ceiling. 
Taxpayers applying the VAT cash accounting system as of January 1, 2013 are required to mention "VAT cash 
accounting" on the invoice, being recorded in the "Register of people applying the VAT cash accounting system" based 
on notification from the taxpayer, in compliance with the form 097 or ex officio. 
What is interesting in the VAT cash accounting system applied in Romania as of January 1, 2013 is that the 
chargeability and deductibility of VAT are determined separately by type of taxpayer, which is shown in tables no. 1 
and 2. Except however for the following operations, where the general rules concerning the chargeability of VAT are 
applied: 
  purchases of goods/services for which the reverse charge is applied; 
  intra-Community purchases of goods; 
  imports; 
 
Table no. 1 Way of determining the chargeability of VAT as of January 1, 2013 in Romania 
Type of taxpayer  Chargeability of VAT related to the 
delivery/provision 
Effect 
Supplier  X  applying  the  VAT  cash 
accounting  system  and  its  customer 
Y  also  applies  the  VAT  cash 
accounting system 
The related VAT is collected by X on the date 
of full or partial (proportional) receipt or in the 
90th calendar day after the date of invoice or the 
date when the invoice had to be issued (if not 
collected) 
VAT  chargeability  is 
deferred for 90 calendar 
days  at  most  (VAT 
collection is deferred) 
Supplier  X  applying  the  VAT  cash 
accounting  system  and  its  customer 
Y  does  not  apply  the  VAT  cash 
accounting system 
The related VAT is collected by X on the date 
of full or partial (proportional) receipt or in the 
90th calendar day after the date of invoice or the 
date when the invoice had to be issued (if not 
collected) 
VAT  chargeability  is 
deferred for 90 calendar 
days  at  most  (VAT 
collection is deferred) 
Supplier  X  not  applying  the  VAT 
cash  accounting  system  and  its 
customer  Y  applies  the  VAT  cash 
accounting system 
The  related  VAT  is  collected  by  X  on  the 
invoice  date  (without  conditioning  its 
collection) 
The  general  rules  for 
chargeability  apply 
(VAT chargeability is not 
deferred) 
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Supplier X not applying the VAT cash 
accounting system and its customer Y 
does  not  apply  the  VAT  cash 
accounting system 
The related VAT is collected by X on the date 
of full or partial (proportional) receipt or in the 
90
th calendar day after the date of invoice or the 
date when the invoice had to be issued 
The  general  rules  for 
chargeability  apply 
(VAT chargeability is not 
deferred) 
 
Table no. 2 Way of determining the deductibility of VAT as of January 1, 2013 in Romania 
Type of taxpayer  Deductibility of related VAT   Effect 
Customer  X  that  applies  the  VAT 
collection  system  and  its  supplier  Y 
applies the VAT collection system 
The related VAT is deducted by X only on 
the  date  of  full  or  partial  (proportional) 
receipt, regardless of the time elapsed until 
payment 
VAT  deductibility  is 
deferred  indefinitely  until 
the date of payment by X 
Customer  X  that  applies  the  VAT 
collection  system  and  its  supplier  Y 
does  not  apply  the  VAT  collection 
system 
The related VAT is deducted by X only on 
the  date  of  full  or  partial  (proportional) 
receipt, regardless of the time elapsed until 
payment 
VAT  deductibility  is 
deferred  indefinitely  until 
the date of payment by X 
Customer  X  that  does  not  apply  the 
VAT collection system and its supplier 
Y applies the VAT collection system 
The related VAT is deducted by X only on 
the  date  of  full  or  partial  (proportional) 
receipt, regardless of the time elapsed until 
payment 
VAT  deductibility  is 
deferred  indefinitely  until 
the date of payment by X 
Customer  X  that  does  not  apply  the 
VAT collection system and its supplier 
Y does not apply the VAT collection 
system 
The related VAT is fully deducted by X on 
the invoice date, regardless of the time when 
the subsequent payment is made 
VAT  deductibility  is  not 
deferred  
 
The date of receipt or payment of a compensation (depending on which is determined the time of deferring the 
VAT collection or deduction) is established based on the statement of account. For other situations, proceed as follows: 
  for compensation, the compensation date is the date when all or part of the debts are settled; 
  for the assignment of receivables (in whole or in part depending on how much is assigned) the assignment 
date is taken into account; 
  for the use of promissory notes, checks or bills, either the date shown on the statement of account for the 
collection or discount of those instruments or the endorsement date of the payment instrument, in which 
case a copy of the endorsed document must be preserved. 
  for the payment in  kind, the date of receipt is the date  when occurs the event generating fee for the 
delivery/provision obtained in compensation for the delivery/provision made [4]. 
 
3. Conclusions 
 
As presented in the body of the paper, using the analyze methods, the need to implement in Romania a system 
for the collection and deduction of VAT depending on the time of receipt/payment of the compensation was felt from 
the moment the tax on movement of goods (TMG) was changed with the value added tax. The measure had been 
present for a long time in the government programs of various political parties during elections. 
The problem in practice can result in a question: how fair is this system and who is the main winner? 
In order to answer this question, we shall make the following clarifications: 
  not all persons registered for VAT purposes may apply the VAT cash accounting system, only those that have 
an annual turnover lower than the ceiling of RON 2,250,000 (for 2013 the figure achieved in the period 
October 1, 2011 – September 30, 2012 is taken into account). Therefore, the system can be characterized as 
discriminatory; 
  the period of deferring the collection of VAT by suppliers applying the VAT cash accounting system is up to 90 
calendar days from the invoice date. This period is not sufficient/fair especially in the case of relations with state 
institutions as beneficiaries, where the actual collection period is around of 360 calendar days; 
  for the taxpayers applying VAT cash accounting or purchasing from entities applying VAT cash accounting, 
the deduction of VAT related to purchase invoices is deferred forever until the payment is made (the period of 
90 calendar days from the invoice date considered as limit for deferring the output VAT is replaced here with 
eternity, being conditioned only by the debt payment date. Such legislative specification, even if it meant to 
stimulate beneficiaries to accelerate payments in order to be able to deduct the related VAT, may have the 
opposite  effect,  i.e.  lead  to  financial  bottlenecks  (trade/tax  arrears).  In  addition,  the  state  institutions  as 
beneficiaries unregistered for VAT are not stimulated to accelerate payments. Finally, the imperative measure 
is unfair (the supplier is forced to collect VAT within 90 calendar days, and the beneficiary may not deduct 
VAT in the same period). The State stands here as the net winner from the introduction of the VAT cash 
accounting system; 
  although the legislation in force [3] excludes cash-settled transactions, the date of payment/receipt is also 
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represented by the date of payment/receipt through pay office, according to the supporting receipts; 
  for the outstanding (uncollected/unpaid) invoices before January 1, 2013 belonging to suppliers or customers, 
the settlement must be made in the order of age. Therefore, taxpayers applying VAT cash accounting will 
continue to deduct the value added tax; however the suppliers applying VAT cash accounting will postpone its 
collection. For example, if X – taxable person applying VAT cash accounting, pays from January 1, 2013 the 
value of an invoice issued by a supplier Y (whether the later applies VAT cash accounting or not) for which X 
has outstanding debts, the same is necessarily deemed to have paid an invoice issued before December 31, 
2012 including (up to the level of the outstanding debt as on December 31, 2012), even if the payment 
document states that the payment relates to an invoice issued after January 1, 2013 and therefore the VAT 
related to this payment can not be deducted. X will be able to deduct VAT related to the invoices issued by Y 
after January 1, 2013 only from the date on which the entire balance registered on December 31, 2012 is paid 
and in proportion to the payments made after this time. Instead, the supplier Y may defer collecting the VAT 
related to invoices issued from January 1, 2013 until their collection (partial or full), but not more than 90 
calendar days, only if the VAT cash accounting system is applied. If X is found liable to VAT upon receipt of 
payment as a customer and supplier, we can say that the impact generated by deferring the deductibility of 
VAT related to the invoices received as from January 1, 2013 is offset by the deferred VAT collection. 
However, in practice, bottlenecks may occur due to the application of VAT cash accounting especially in 
cases where the period of collection of receivables and payments exceeds 90 calendar days, including as a 
result of substantial outstanding debts on December 31, 2012 to stable/constant suppliers; 
  as of January 1, 2013 any taxable person registered for VAT, whether or not applying VAT cash accounting, 
will be required to check not only the validity of the registration code as VAT payers of its supplier business 
partners, but also if they are or not registered in the "Register of people applying the VAT cash accounting 
system." This is because the deductibility of VAT related to purchases is deferred until payment of invoices, 
even  if  the  suppliers  (registered  in  the  Register)  failed  to  indicate  "VAT  cash  accounting"  on  invoices. 
Consequently, the beneficiary will be also responsible for checking for each invoice if the supplier applied the 
VAT cash accounting system; 
  for  invoices  with  multiple  VAT  rates,  partially  collected/paid,  the  taxpayer  has  the  right  to  choose  the 
goods/services referred to by the collection/payment, what constitutes a benefit for the taxpayer; 
  VAT cash accounting system will generate extra effort for the control bodies, but also for taxpayers. For 
example, how can the control body quickly check if the system was correctly applied? For taxpayers, they 
should enclose to the statement of account/supporting document (compensation order  etc.) a copy of the 
invoice for which VAT was deducted; 
  if the customer applying VAT cash accounting fails to pay the invoice within the limitation period, then at the 
same  time  with  debt  cancellation  (debiting  of  accounts  reflecting  debts  to  suppliers  and  crediting  of  the 
account 7588 "Other operating income") he must also cancel the undue VAT (that was not deducted) through 
expense accounts (what will be the deduction regime of such expenses?). Instead, the supplier that was forced 
by law to collect VAT after expiry of 90 calendar days from the invoice date will have the tax already paid in 
this period/in installments to the state budget; 
In conclusion, the VAT cash accounting system greatly serves the interests of the state (the winner). In order to 
restore fairness we believe it is necessary: 
  to have the VAT cash accounting system applied by all persons registered for VAT purposes (maintaining the 
same exceptions listed in section 2), eliminating the ceiling of RON 2,250,000; 
  to re-analyze the period of deferment of VAT chargeability, increasing it to at least 120 calendar days (in order 
to unlock settlements between private entities as suppliers and state institutions as beneficiaries); 
  the  VAT  chargeability  deferment  period  should  coincide  with  the  period  of  deferral  of  VAT  deduction 
(ensuring the equity principle). 
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